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NOTE:
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safety and soundness of this financial institution.




COMMUNI TY REI NVESTMENT ACT PERFORVMANCE EVALUATI ON

GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institution's record of neeting the credit needs of its
entire comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institution's record of nmeeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of Potomac Vall ey Bank,

Pet ersburg, West Virginia, prepared by The Federal Reserve Bank of Richnond, the
institution's supervisory agency, as of July 27, 1998. The agency rates the CRA
performance of an institution consistent with the provisions set forth in Appendix A
of 12 CFR Part 228.

I NSTITUTION'S CRA RATING This institution is rated Satisfactory.

The bank's | oan-to-deposit ratio is considered reasonable given its financia

capacity, location, and econom c conditions. A substantial nmajority of |oans sanpled
during the exanination were provided to residents of the assessnent area

Furthernmore, the institution's lending to | ow and noderate-income borrowers appears
responsive to the proportion of such famlies residing in the assessnment area. All of
t he geographies within the assessment area are niddl e-income. Therefore, an analysis
of the geographic distribution of the banks | ending was not considered in eval uating
the institution's CRA perfornmance.



DESCRI PTI ON OF | NSTI TUTI ON

Pot onac Val | ey Bank operates two full-service branches within the Town of Petersburg
in Gant County, West Virginia. As of June 30, 1998, Potomac Valley Bank had total
assets of $96 nillion, of which 52% were | oans. Various |oan and deposit products are
avail abl e through the institution including |oans for consuner, residential nortgage,
home inprovenent, business, and agricultural purposes. The |loan portfolio as of

June 30, 1998, was conprised of the follow ng: 70%secured by real estate (primarily
consumer), 22% consuner, 5% comercial/agricultural, and 3% other. Based on the
nunber of | oans extended during the previous six nonths, consumer (secured and
unsecured) and residential real estate loans were identified as the principle credit
products offered by the bank. Potomac Valley Bank received a satisfactory CRA rating
at its previous eval uation.

DESCRI PTI ON OF ASSESSMENT AREA

The institution's assessnent area consists of all of Grant County and two bl ock
nunbering areas (BNAs) in Hardy County (9702 and 9703). Grant and Hardy Counties are
| ocated in the eastern panhandl e of the state near the Virginia state line. The
popul ati on of the assessnment area is 18,097 according to 1990 census data, and all
five BNAs | ocated within the banks market are considered m ddl e-income. The 1997 HUD
medi an-fanmily income for nonmetropolitan areas of West Virginia is $27, 600.

The followi ng table provides assessment area denographics by income [evel of fanmilies.

Low- Moder at e- M ddl e- Upper -
I nconme I nconme I nconme I nconme Tot al
Percent age of Area
Fam |ies By Incone
Level 17% 17% 20% 46% 100%

The | ocal econony is primarily dependent on the tinmber and poultry industries with
addi ti onal enploynment opportunities provided by coal mning and agriculture. Tourism
t hrough area ski resorts, national parks, and other recreational sites also provides
jobs. Major enployers in the area are All egheny Whod Products and Advant age Foods.
Unenpl oynent rates as of June 1998 for Grant and Hardy Counties are 8% and 3%
respectively. The jobless rate for the State of West Virginia was 6.5% during this
peri od.

A local government official was contacted to further assist in evaluating the bank's
CRA performance. The contact indicated that several |ocal businesses have recently
cl osed or reduced operations, causing high unenpl oyment and reduced | oan demand.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

For a six-quarter period ending June 30, 1998, the quarterly average | oan-to-deposit
ratio for all banks headquartered in rural areas of West Virginia and of sinilar asset
size to Potomac Vall ey Bank ranged from 66% to 73% The bank average | oan-to-
deposit ratio for the previous six quarters is 60% and is considered reasonabl e given
the institutiors financial capacity, size, and current econom c conditions.



LENDI NG | N ASSESSMENT AREA
To determine the institution's volume of lending within the assessnent area, a sanple
of 109 of the 238 consumer and 53 of the 73 real estate |oans recently extended was

anal yzed. The lending distribution is illustrated by the follow ng table.

Comparison of Credit Extended Inside and Qutside of Assessnent Area

I nsi de Qut si de Assessnent
Assessnment Area Ar ea Tota
Total Number of Loans 145 17 162
Percent age of Total Loans 90% 10% 100%
Total Amount of Loans (000's) $2, 314 $653 $2, 967
Percent age of Total Anount 78% 22% 100%
As illustrated above, a substantial najority of the number and dollar amunts of the

sanpl ed | oans were provided to residents of the assessment area.
LENDI NG TO BORROVERS OF DI FFERENT | NCOVES

The following chart illustrates the distribution of the 101 consumer |oans extended
within the assessnent area by incone |evel of the borrower.

Distribution of Loans by Incone Level of Borrower

Consuner Loans

Moder at e- M ddl e- Upper -
Low | ncone I ncone I ncone I ncone Tot al
Total Number of Loans 29 32 21 19 101
Percent age of Total Loans 29% 32% 21% 18% 100%
Total Amount of Loans (000's) $161 $238 $139 $197 $735
Percent age of Total Anount 22% 32% 19% 27% 100%

When conpared to the distribution of area fam lies, the percentage of consumer |oans
extended to | ow and noderate-incone famlies (61% substantially exceeds the
proportion of such fanmilies in the community (34% . Furthermore, 54% of the dollar
amounts of the | oans were extended to these borrowers.

The sanple of 44 real estate |oans extended within the assessment area was al so
reviewed to determ ne | ending by borrower incone |level. These |oans consist of
consumer refinances, purchases, and honme inprovenent |oans secured by one-to-four
famly dwellings. The follow ng chart shows the distribution of these | oans by
borrower incone |evel.




Real Estate Loans

Low- Moder at e- M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot al
Total Number of Loans 3 10 14 17 44
Percent age of Total Loans 7% 23% 32% 38% 100%
Total Amount of Loans (000's) $54 $315 $534 $676 $1, 579
Percent age of Total Anopunt 3% 20% 34% 43% 100%

The percentage of real estate |oans provided to | owincome borrowers (7% is |ower
than the proportion of such famlies (17% within the assessnent area. Recent

unenpl oynent rates in Grant County reaching as high as 12%in March 1998, along with a
12% poverty rate in the assessnment area, suggest that effective | oan denand may be | ow
for these types of loans. Lending to noderate-incone borrowers (23% exceeds the
proportion of nmoderate-incone famlies (17% within the local comunity. Overall, the
di stribution of consumer and real estate |loans to borrowers of different incomes is
consi dered reasonable relative to the estimted demand for these types of |oans using
area denographi cs as a proxy.

GEOGRAPHI C DI STRI BUTI ON OF LOANS
All five of the block nunmbering areas in the assessment area are considered niddl e-
i ncone. Therefore, an analysis of the geographic distribution of the banis | endi ng

was not conduct ed.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the substantive provisions of the fair housing
and fair lending laws were identified. Technical violations of the Equal Credit
Opportunity Act's Regulation B were noted. Adequate policies, procedures, and

trai ning progranms have been devel oped to support nondiscrinination in |ending
activities.



